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~^7LVA  COSTS  API)  RETURTJSj  1945  AND  1946  j 
Family-Operated  Farms  in  6  Raj  or  Farming  Regions  1/ 

3y  Ronald  ":.  Jones,  Agricultural  Economist 

Continued  Midi  production  and  favorable  prices  boosted  the  1946  net  returns 
of  families  operating  14  important  types  of  farms  well  above  their  wartime  peaks 
(table  1).    Production,  outside  of  the  Corn  3elta  generally  was  below  1945  but  by 
prewar  (1937-41)  comparisons,  1946  production  was  high  except  in  the  three  cotton 
areas.    There  unfavorable  weather  resulted  in  relatively  low  crop  yields  in  both 
1945  and  1946.   (  Table  2.) 

Production  and  prices  alike  moved  rapidly  upward -during  the  war.    V«ith  higher 
yields  on  larger  acreages  and  with  more  live-stock,  production  has  increased  about 
one-fifth  over  the  1957-41  average,  these  increases  varying  widely  among  the  14 
types  of  farms.    Gross  farm  incomes  in  1945  were  2  to  6  times  -higher  than  their  pre- 
war levels;  50  percent  or  more  above  the  1940—44  averages. 

At  the  same  time,  farmers  have  paid  increasingly  higher  prices  for  machinery, 
for  labor,  feed,  and  everything  else  they  use  in  operating  their  farms.  Prices 
paid  for  all  production  goods  used  in  1946,  up  5-15  percent  over  1945,  averaged  60 
1 o  70  percent  above  their  prewar  levels  on  the  dairy  and  cotton  farms;  25  to  50  per- 
cent on  other  crop  and  livestock  farms  Where  labor  and  feed  are  less  important 
items  of'  expense.    Expanded  production  and  increased  mechanization  also  necessitated 
buying  10-25  percent. larger  quantities  of  cash-cost  -oods.    Operating  expenses  on 
these  typical  farms, , therefore,  now  are  50  to  100  percent  above  those  of  the  1937-41 
period.    r'ven  so,  they  take  a  smaller  bite  out  of  gross  income  than  they  did  in  the 
prewar  period.  (Sec  table  2.)    Smallest  gains  in  this  respect  were  made,  on  dairy 
and  cotton  farms  where  production  has  increased  least  and  cost  rates  have  advanced' 
the  fastest.    Out-of-pocket  production  expenses  on  winter  Wheat  farms  required  only 
12  cents  of  each  dollar  of  gross  income  from  the  record  1946  crop.     This  is  less  ■•  : 
than  half  the  19^0-44  average  proportion  and.  only  a  fourth  the  1937-41  level  which 
was  unusually  high  for  that  time  due  to  drought-shortened  production. 

Returns  to  labor  on  an  hourly  basis  mounted  even _  more  rapidly  durin°-  the  war 
and  after".rard  than  did  total  farm  earnings.    Per  hour  returns  reflect  the  labor- 
saving  effects  of  hi  her  crop  yields,  increased  mechanization,  and  larger  numbers  c: 
livestock  per  farm.    Most  of  these  typical  farms  required  more  total  labor  in  1946 
than  they  did  in  prewar  years,  but  required  much  less  per  unit  of  output.     For  ex- 
ample, less  labor  was  used  for  the  record-breaking  1946  production  on  the  hog-beef 
fattening  fa?mis  then  for  the  output  of  1957-41  which  was  60  percent  smaller.  To 

1/  This  report  is  another  in  the  series  presenting  data  on  phases  of  the  organ- 
ization, op" ration,  income,  and  expenses  of  farms  by  type,  size,  and  location.  It 
barings  to  date  the  summary  information  on  the  14  types  of  farms  published  in  F.I.I. 
55,  "Typical  Family-Operated  Farms,  1930-45,  Adjustments,  Costs  and  Returns"  April 
1946.    The  data  in  this  report  relate  to  averages  of  all  common-sized  commercial 
family-operated  farms  of  each  type  in  the  designated  area.    Current  changes  are 
based  largely  upon  unpublished  data  supplied  by  Agricultural  Estimates  and  various 
publications.    Isabel  Jenkins  and  Birdie  Kirk  were  mainly  responsible  for  the 
jomputations . 
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trow  and  harvest  an  acre  of  corn  by  the  methods  used  on  these  farms  in  that  prewar 
period  took  about  14  hours  of  labor.    Yields  averaged  43  bushels  per  acre.  In 
1946,  some  9^  hours  of  labor  were  used  to  produce  75  bushels  of  corn  on  the  same 
acre  of  land.    Labor  per  bushel t  .53  hours  prewar,  .16  hours  in  1946. 

Ite  turns  on  farm  investments  likewise  are  at  unusually  high  levels.  (Gee 
table  1.)    Land  rentals  have  moved  steadily  higher  since  1940 — both  in  dollars  per 
icre  and  as  a  percentage  return  on  rapidly  rising  land  values.  2/    Attractive  short- 
run  returns  have  encouraged  farmers  and  other  investors  alike  to  bid  up  the  price 
of  land  frequently  to  levels  higher  than  average  production  and  long-time .average 
prices  would  justify.    These  five  typical  farm  situations  illustrate  recent  chances 
in  net  rentals  and  land  values  not  unlike  those  occurring  in  many  other  crop-farming 
areas: 


Type  of  farm 

Net  rent  per  acre 

!      Value  of  land  and 
1      bui  Idings  per  anre 

\  1930-46'  1957-41  :    1945  :     1946  : 

1                                              *                                                   •                                         •  4 
•                                                   •                                         •  < 

1957-41 :     1945  :  1946 

»                              «                           #  ■ 

Hog-beef  fattening 
Spring  wheat-sm.  grains; 
Winter  wheat 
Black  Prairie  cotton 
Southern  Plains  cotton  : 

t    Dolso         Dels.        Lois.  Dols.. 

Dols.        Lois.  Dols. 

:    5.50           5.90       10.50      14.10  : 
!    1.55             .95         4.80       5.20  , 
!    1.55             ,70         3.75       4.55  : 
;    2.50           2.25         4.05        5.00  i 
i    2.10           2.00         2.50       5.45  » 

!       81          125         144  . 
i       16            23  25 
\        26             40  43 
!        56            94     .  104 
!       56           ,50  53 

Farmers  generally  have  been  reluctant  to  go  into  debt  to  buy  high-priceiS  land, 
and  have  taken  advantage  of  good-earnings  to  reduce  their  mortgages.    For  example, 
the  debt  outstanding  on  the  operator-owned  land  in  typical  central  New  York  dairy 
farms  was  reduced  from  ^9.80  an  acre  in  1940  to  ,7.60  in  1946 j  on  hog-beef  fattening 
farms  from  030.00  to  025. 40;  winter  wheat  farms  from  v8.70  to  v4.70j  and  on  Black 
Prairie  cotton  farms  from  (.12.10  per  acre  to  ,7.85  in  1946.    With  land  values 
doubled  since  1940,  the  reduction  in  debt  relative  to  value  appears  even  more  favor- 
able.   But  the  farmer  who  stays  in  farming  must  meet  his  mortgage  and  interest 
payments  from  current  farm  earnings  irrespective  of  the  nominal  market  value  of  the 
farm  plant. 

Com  Belt  Farms 

;       Net  returns  on  the  four  important  types  of  Corn  Belt  farms  covered  by  this 
study  reached  record  highs  in  1946?  40  to  70  percent  above  the  1945  season;  4  to  5 
times  the  prewar* level.  (Table  4.)    Record  crop  yields  on  the  largest  acreage  of 
cropland  harvested  since  1930  brought  crop  production  to  its  highest  peak  in  1946. 
Although  livestock  production,  particularly  hogs,  declined  again  in  1946,  total  -  . 
output  of  typical  hog-dairy  and  hog-beef  raising  farms  equaled  that  of  1945.    On  the  . 
cash-grain  and  hog-beef  fattening  farms  it  exceeded  this  previous  record  by  about 
10  percent. 

The  bumper  crop  production  of  1946  resulted  partly  from  larger  acreage  but 
mostly  from  unusually  high  yields.    Compared  with  1945,  the  acreage  in  corn  was  up 
2  to  5  percent.    Oats  were  little  changed  on  hog-beef  raising  and  hog-dairy  farms 

2/  Operators  of  12  of  the  14  types  of  farms  covered  by  this  study  (dairy  farms 
excepted)  rent  40  to  80  percent  of  the  land  they  operate.    Most  of  this  land  is 
rented  on  some  kind  of  crop-share  basis  in  which  higher  production  and  higher 
prices  are  reflected  directly  in  land  rental. 
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FARM  EARNINGS 

OPERATOR'S  NET  FARM  INCOME,  FAMILY-OPERATED 
FARMS,  BY  TYPE,  1930-46 
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Figure  1.-  Annual  earnings  of  farm  families  follow  the  same  general  pattern  regardless  of  the  type  of  farm. 
Continued  high  production  and  favorable  prices  have  carried  net  farm  returns  rapidly  upward  since  1940, 
despite  increasingly  higher  prices  for  machinery,  for  labor,  feed,  and  everything  else  farmers  buy  for  use 
in  production. 
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but  increased  about  10  percent  over  1945  on  the  other  two  types.    Cash  grain  farm- 
?rs  sharply  reduced  their  soybean  acreage  again,  but  as  they  had  a  record  yield, 
the  production  in  1946  was  only  slightly  below  that  in  1945.    Although  down  more 
than  20  percent  from  the  1943  peak,  the  1946  soybean  acreage  on  these  farms  was 
still  a  fourth  larger  than  the  1957-41  average.    The  corn  acreage  on  all  4  types  of 
farms  reached  a  record  and  was  about  one-fourth  above  the  prewar  level.  Combined 
yields  of  all  crops  and  total  crop  production  in  1946  both  exceeded  their  prewar 
levels  by  25  to  60  percent  on  the  different  types  of  farms ■ 

Livestock  production  on  Corn  Belt  farms  has  been  gradually  receding  since 
1943.    Cattle  numbers  declined  during  1945  and  1946,  but  they  are  still  a  third 
tbove  the  prewar  level  except  on  hog-dairy  farms.    On  those  farms,  dairy-cow  num- 
bers were  reduced  more  than  10  percent  during  the  last  2  years,  but  are  yet  some  10 
percent  above  the  1937-41  average.    Butterfat  production  per  cow  was  stepped  up 
from  a  prewar  240  pounds  to  260  pounds  in  1946.    Total  butterfat  production  on 
hog-dairy  farms  in  1946  was  some  20  percent  above  the  prev;ar  period. 

Pork  production,  which  had  dropped  off  sharply  after  1943,  continued  downward 
Ln  1946.    Farrowings  on  hog-dairy  farms  were  about  12  percent  below  1945,  but  had 
leclined  less  on  the  other  types  of  farms.    Despite  recent  decreases  in  hog  numbers, 
total  pork  production  in  1946  on  each  of  these  four  types  of  Corn  TJelt  farms  was 
20-35  percent  above  the  prewar  average. 

Higher  yields,  increased  mechanization,  and  expanded  livestock  production  all 
lave  contributed  to  the  marked  gains  made  in  production  efficiency  over  the  last 
!s  cade.    Total  costs  (in  terms  of  quantities  of  production  goods  used)  per  unit  of 
production  in  1946  were  15  to  20  percent  below  the  1937-41  average.    Even  greater 
^ains  in  production  per  hour  of  labor  helped  to  hold  current  operating  expenses  in 
check  despite  rapidly  rising  cost  rates.    But  outlays  for  the  maintenance  and  oper- 
ition  of  power  and  machinery  have  increased  very  materially  during  the  last  few 
/ears . 

Wheat  Farms 

Great  Plains  wheat  farmers  harvested  another  record  wheat  crop  in  1946. 
(Table  5.)    Unusually  high  yields  and  prices  helped  a  lot  in  boosting  the  net  re- 
turns of  these  farmers  to  an  all-time  high,  dwarfing  their  drought-impaired  prewar 
Incomes  by  comparison.  (Table  6.)    Operating  expenses  also  continued  upward  in  1946 
out  required  only  12-19  cents  of  each  dollar  of  gross  income  on  the  various  types 
of  farms  compared  with  40  to  50  cents  in  the  prewar  years  1937-41. 

Great  Plains  wheat  farmers  have  expanded  their  wheat  acreage  rapidly  and 
consistently  since  1943.    The  1946  record  acreage  (per  farm)  was  10  percent  above 
the  acreage  of  1945  and  50  to  100  percent  greater  than  the  average  acres  harvested 
1937-41.    Part  of  the  expansion  in  wheat  acreage  per  farm  was  the  result  of  in- 
creasing the  size  of  farm.    Most  of  it,  however,  was  obtained  by  reducing  fallow 
and  idle  acres,  and  harvesting  a  higher  proportion  of  the  acreage  seeded. 

Total  production  in  1946  on  the  3  types  of  spring  wheat  farms  covered  in 
this  analysis  was  considerably  below  the  high  figure  reached  in  1945.    Bumper  crops 
of  small  grains,  with  record  acreages  and  high  yields,  made  that  season  one  of  un- 
excelled crop  production.    The  present  acreages  of  corn,  oats,  and  other  small 
grains  as  well  as  wheat  are  all  well  above  their  respective  prewar  levels.  Live- 
stock production,  as  in  the  Corn  Belt,  was  pushed  up  rapidly  during  the  early  war 
■  ars  but  more  recently  has  declined.    Feed  has  been  abundant  for  several  years, 
and  the  numbers  of  all  kinds  of  livestock  are  high  relative  to  the  prewar  period. 
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Winter  wheat  farmers  in  the  southern  reaches  of  the  Plains  had  a  grim  re- 
minder of  the  income-wrecking  powers  of  drought  in  both  the  last  two  seasons. 
Wheat- grain  sorghum  producers  were  particularly  hard  hit  in  1945  when  drought  cut 
grain-sorghum  yields  a  third  below  the  high  yields  of  other  recent  years.  Sorghum 
yields  were  better  in  1946  but  wheat  expansion  and  unfavorable  planting  weather 
held  the  acreage  harvested  for  grain  to  about  the  1945  figure — nearly  50  percent 
below  the  record  crop  of  1944. 

Wheat  growers  in  the  Central  Plains  were  favored  with  better  weather.  Yields 
in  both  1945  and  1946  were  well  above  the  previous  record  reached  in  1942  and  2§ 
times  the  1937-41  average.    From  an  acreage  that  was  double  prewar,  operators  of 
typical  winter  wheat  farms  harvested  nearly  6., 000  bushels  of  wheat  per  farm  in  1946 
— 4  times  the  relatively  low  1957-41  average  production  which  load  been  cut  short  by 
continued  drought.    With  favorable  weather  and  rather  large-scale  operations,  these 
nighly  mechanized  wheat  farms  can  produce  wheat  at  a  very  low  cost.    Gains  in  out- 
put per  hour  of  labor  and  over-all  production  efficiency  on  the  winter  wheat  farms 
resulting  from  increased  yields  and  production  were  sufficient  to  halve  the  opera- 
ting expenses  per  unit  of  product  in  1946,  compared  with  prewar.    This  was  true 
despite  a  25-percent  increase  in  prices  paid  for  production  goods  and  services. 
(Table  6. )    Upward  of  80  percent  of  these  operating  expenses  are  overhead  items — 
machinery,  power,  taxes,  buildings,  etc.    Such  expenses  vary  little  in  total  amount, 
except  as  their  prices  change,  regardless  of  the  acreage  seeded  or  the  bushels  of 
wheat  produced.    They  are  extremely  important  factors  in  the  returns  of  farm  oper- 
ators in  areas  where  the  weather  is  characteristically  uncertain. 

Cotton  Farms 

Cotton  farmers  in  the  3  areas  covered  here  fared  less  well  during  the  last  2 
years  than  farmers  in  most  other  areas.    Unfavorable  weather  throughout  both  the 
1945  and  1946  seasons  cut  sharply  into  crop  yields.  (Table  7.)    Production  in  1946 
was  well  below  the  prewar  output.  (Table  8.)    But  with  30-cent  cotton  and  cottonseed 
selling  for  $90  a  ton  even  this  low  production  brought  record  returns  to  farmers  in 
the  Delta  and  Black  Prairie  areas.    Incomes  of  cotton  growers  in  the  Southern  Plains 
remained  below  the  bumper  crop  years  of  1942  and  1944.    Operating  expenses  in  1946 
were  nearly  double  their  prewar  level.    As  both  total  wages  paid'  to  hired  labor  and 
ginning  costs  vary  with  the  amount  of  cotton,  produced,  total  cash  outlays  in  1946 
were  smaller  than  if  the  cotton  crop  had  been  up  .to  par.    Per  unit  of  product,  how- 
ever,  operating  expenses  viere  much  higher  than  would  have  been  true  with  normal  yields. 

The  1945  and  1946  seasons  reminded  cotton-grain  sorghum  farmers  in  the 
Southern  Plains  of  the  drought  years  of  the  middle  1930' s.    Spring  drought  cut  their 
1945  plantings  of  cotton  to  an  acreage  20  percent  below1  previous  years — the  smallest 
.  ince  1930.    Heavy  abandonment  and  low  yields  of  both  cotton  and  grain  sorghum  re- 
duced total  production  a  third  below  1944;  about  25  percent  below  prewar.  Despite 
favorable  prices,  net  farm  income  of  these  farmers  in  1945  was  the  lowest  since  194C 
Combined  average  crop  yields  were  only  slightly  better  in  1946  than  in  1945,  the 
cotton  yield  being  one  of  the  lowest  of  record  for  this  area.    Total  production  in 
the  2  years  was  about  the  same.    Striking  gains  in  production  efficiency  which  oper- 
ators of  these  farms  have  made  over  the  last  several  years  have  been  obscured  by  the 
low  yields  of  the  past  two  seasons.    Those  using  multi-row  tractor  equipment  and 
mechanical  strippers  can  grow  and  harvest  a  bale  of  cotton  with  only  18  to  20  hours 
of  labor — if  yields  are  near  average. 

On  ^lack  Prairie  cotton  farms,  yields  of  cotton  in  1945  and  1946  were  the 
lowest  in  the  17  years  covered  by  the  present  series:  105  pounds  per  acre  in  1946 
compared  with  the  1957-41  average  of  184  pounds.     Yields  of  corn  and  other  crops 
were  somewhat  better  the  last  two  seasons  than  in  most  other  years,  but  were  below 
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prewar.    Cotton  acreage  in  1946  was  up  5  percent  over  1945  and  both  cotton  and  corn 
acres  were  about  20  percent  above  the  1937-41  average.    Total  production  in  1946, 
however,  was  20  percent  below  the  low  output  of  1945  and  nearly  a  third  under  pre- 
war.   Despite  material  wartime  increases  in  livestock  numbers,  especially  cattle, 
livestock  and  livestock  products  made  up  less  than  a  third  of  the  1946  sales  from 
typical  Black  Prairie  cotton  farms.    Corn  yields  of  15  to  20  bushels  on  land  valued 
at  $100  an  acre  are  not  encouraging  a  rapid  shift  from  cotton  to  livestock  in  this 
area. 

Cotton  acreage  on  family-operated  farms  in  the  Delta  area  of  Mississippi  has 
been  about  the  same  since  1933.    Unfavorable  weather  curtailed  plantings  in  both 
1945  and  1946.     Lovr  yields  in  1946  cut  cotton  production  more  than  10  percent  below 
the  1945  crop — back  to  the  prewar  level — but  yields  in  the  Delta  in  recent  seasons 
have  been  30  to  40  percent  above  those  of  a  decade  ago. 

Dairy  Farms 

With  milk  prices  up  20  percent  over  1945,  net  returns  of  dairy  farmers  in 
central  New  York  and  southern  His cons in  moved  to  a  new  high  in  1946  in  spite  of 
sharply  higher  feed  prices  and  wage  rates.    Cow  numbers  were  down  some  from  their 
1945  peaks  in  both  areas  but  were  still  15  percent  above  the  1937-41  average.  The 
wartime  increase  in  milk  cows  and  total  farm  production  pushed  total  labor  require- 
ments up  5-10  percent  above  prewar.    "Yith  a  smaller  family  labor  supply,  the  labor 
hired  rose  more  than  a  fourth.    Feed  prices  and  wage  rates  both  more  than  doubled 
their  prewar  averages.    This  raised  operating  expenses  by  1946  to  a  level  92  percent 
above  the  average  for  1937-41  on  the  New  York  farms,  where  all  concentrates  are 
bought,  and  69  percent  in  Wisconsin*    Gross  farm  income  increased  even  faster,  and 
out-of-pocket  expenses  took  only  43  and  26  cents  respectively,  in  New  York  and  "Wis- 
consin, of  each  dollar  of  gross  income  in  1946 — about  l/3  less  than  the  prewar  aver- 
age and  15  percent  below  the  5  years  1940-44. 

New  York  dairy  farmers  felt  more  sharply  the  effect  of  feed  prices  20  percent 
higher  than  1945  than  did  operators  of  the  more  diversified  Wisconsin  farms.  Al- 
though feed  purchases  decreased  with  the  decline  in  milk  cow  numbers,  expenditures 
in  1946  were  up  5  percent  over  the  previous  year.    Record  crop  yields  during  the 
last  two  seasons  have  helped  to  hold  feed  costs  down.    Even  so,  milk  production  per 
cow  on  farms  in  this  area  now  has  dropped  back  to  its  prewar  figure  and  outlays  for 
feed  in  1946  were  more  than  double  their  1957-41  average. 

Dairy  farmers  in  southern  Wisconsin  grow  their  own  feed,  so  rising  feed 
prices  in  1946  were  a  minor  problem.    Crop  yields  were  good  and  feed  quite  plentiful 
even  with  milk  production  nearly  20  percent  and  pork  production  40  percent  above  pre- 
war.   Milk  production  per  cow  averaged  6500  pounds  in  1946  compared  with  6,080 
pounds  in  1937-41.    Combined  crop  yields  in  southern  Wisconsin  in  1946  were  15  per- 
cent above  prewar — about  the  level  maintained  since  1940  but  well  below  the  1945 
peak.    Lower  production  of  hay  and  small  grains  accounts  for  most  of  the  decrease  in 
total  farm  production  from  1945  to  1946.    Hog  numbers  are  now  substantially  below 
their  1943  peak  but  pork  production  in  1945  and  1946  was  about  40  percent  above  the 
prewar  level. 

Changes  in  the  composition  of  receipts  and  expenditures  on  these  two  types  of 
dairy  farms  result  more  from  relative  shifts  in  prices  than  from  volume  bought  or 
sold.    Higher  outlays  for  machinery  and  power,  for  example,  are  obscured  by  the 
vastly  greater  increases  in  feed  prices  and  wage  rates.    These  farms,  like  all  the 
other  types  covered  by  this  study,  are  carrying  substantially  heavier  "overhead" 
expenses  than  they  had  a  decade  ago.    If  both  production  and  prices  should  decline 
materially,  farm  operators  would  find  current  operating  expenses  taking  a  discour- 
agingly  large  proportion  of  their  gross  farm  income. 
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